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:TINTRODUCTION 
The purpose of this paper is to contemplate and 
discuss some of the problems which the Massachusetts Work-
men's Compensation Law presents to Management at the present 
time. 
In order to approach the subject from a practical 
and realistic point of view, the writer bas selected an 
organization representative of its type and size to serve 
as: an example for ana:U.ysis and discuss;ion. 
The firm selected is a department store located in 
the eastern part of Massachusetts. The writer wishes to 
express appreciation to the Treasurer of this organization 
for his kind cooperation and ass,istance in collecting the 
data necessary for this study. 
There are approximately 1300 full-time employees 
in this firm, with an additional 2800 part-time or tempo-
rary employees during the course of a year. There bas been 
an increase of 8% in the work force over the past ten years. 
About 70fo of all employees are women and 30fo men. The cur-
rent payroll is $3,400,000. The organization operates a 
separate warehouse as well as its ten story retai:U. building. 
The store is open six days a week, and on two of these days 
it remains open until 8:30 at night, however employees 
normally work a five day, 38} hour week. 
l 
are: 
The problems which face the Management of this firm 
A. The choice of the best possib~e plan of insur-
ance for its particular needs. 
B. The preventicrn of employee accidents. 
In order to solve.these two problems, this paper 
will cover the following points; 
1. Analysis and discussion of the various 
insurance plans available. 
2. Comparison of the average loss figures for 
the state of Massachusetts with those of 
this firm, for the years 1952 and 1953. 
3. Analysis of accidents occurring in subject 
firm in the year 1953. 
4. Discussion of the means of lessening acci-
dents in the future. 
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PART I 
THE MASSACHUSETTS WORKYillN'S COMPENSATION LAW 
Workmen's Compensation Laws bad their start in 
Euro,pe many years before they were introduced in the United 
States. The first known law of this type~ was the Prussian 
Employers' Liability Act of 1838. 
In England the Employers' Liability Act was passed 
in 1880, but it was only a negligence law with many limita-
tions and restricti0ns. This was followed by the British 
Workmen's Compensaticrn Law passed in 1897. 
The first compensation law in the United States 
was pass:ed in Maryland in 1902, but two years later this 
law was declared unconstituti~nal. 
In 1908, the first Federal Workmen's Compensati~ 
Act was passed with the backing of President Roosevelt. 
This was, followed by the first compulsory state law which 
was passed in 1909. Both Maryland and New York passed 
state laws in 1910, but neither of these acts lasted. In 
1911 the state of Wisconsin passed a state Workmen's 
Compensation Law, and this marked the end of the experi-
mental period in the United States. Now, in 47 states and 
5 territories, an injured workman is entitled to compensa-
tion by law, but none of these acts include all employers 
or all employments. 
3 
·The Massachusetts Workmen's Compensation Law was 
passed on July l, 1912, and the Massachusetts Workmen's 
Compensation Rating and Inspection Bureau was established 
on July 30, 1915. 
Before attacking the various problems set forth 
in the Introduction, it is well to be familiar with the 
Massachusetts Workmen 1 s Compensation Law itself. With this 
object in mind, we touch briefly on those points of the law 
which are of the greatest importance and pertinence to the 
problems considered herein. 
Perhaps first in importance is the fact that the 
law applies to all employers of more than three persons, 
with a limited number of specified exceptions. 11 The pro-
visions of the Act are elective as to employers of three 
or less employees and as to employers of casual domestic 
servants, or seasonal farm laborers, and telephone com-
panies subject to the Federal Communications Act (#1). A 
person operating any vehicle 1~~Jith employer 1 s authorization, 
for purpose of employer's business, or who is performing 
work not in the usual course of his trade or occupation, 
but by direction of employer or his agent, is conclusively 
presumed to be an employee (26). A person who, while 
engaged in usual course of· his trade, occupation, etc., is 
ordered by an insured person or his superintendent to per-
form work which is not in the usual course of such trade, 
4 
occupation, etc., shall be conclusively presumed to be an 
employee (##29,67).w* 
The answer to the problem of what injuries are 
covered under the Workmen's Compensation Law is found as 
follows: "Personal injuries arising out of and in course 
of employment, or out of ordinary stree:t risks while 
engaged in employer's affairs and with his authorization, 
unless due to serious and wilful misconduct, including 
infectious or contagious diseases if hazard of their con-
traction is inherent in employment. But such misconduct 
does not bar compensation to dependents in case of death 
(##1, 26-27). 11 ** 
The requirements for the notice of injury and for 
the claim for compensation are as follows; uwritten notice 
stating prescribed particulars must be given insurer or 
insured aS' soon as practicable. Defective notice not 
invalid unless it was intended to mislead and insurer was 
misled thereby. Want of notice is no par if insurer had 
knowledge, was not prejudiced thereby, has executed agree-
ment in regard to compensation, or has made payment for 
compensation. Claim must be filed within 6 months; delay 
is excusable if due to mistake or other reasonable cause. 
Where action by employee against third party is discontinued, 
*1, p. 7 
7!-r.·l' p. 12 
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claim for compensation must be·made within 30 days there-
after (##41-44, 49).11* 
The subject of compensation itself is specified: 
"Compensation For Total Disability. If temporary, 66 2/3% 
of average weekJly wages, max. $30,~E-* min. :jpl8,*i'..-~ Q;r full 
~ 
wages, weekly but not less than ~10 weekly if 15 or more 
normal working hours, max. amount $10,000 (#34); if per-
manent, same rate during continuance of disability (#34A). 
Add $2.50 for each total dependent to weekly com-
pensation, but in no case more than average weekLy wage 
(#35A). For provision for extra compensa~ion for schedule 
injuries, see under Topic 12, below. Maximum compensation 
for silicosis in the granite industry limited to ~5,000 
(#76). 11 >¥rlh~ 
t'l2-Compensation For Partial Disability. lOOfo of 
average loss, of earning power, maximum $30** weekly; maximum 
amount $10,000; an additional ~2.50 to each total depend€~~ 
but total payments shall not exceed the average weakly wage 
(##35,35.A). S;pecific schedule, $20 weekJl.y, for specified 
periods, ranging from lOO to 500 weeks, in addition to all 
other compensation. Lump sum payment ~ case of schedule 
award, discretio-nary by board member (Sec. 36). Schedule 
* l, p. 24 
~~Effective Dec. 13, 1955, this figure was increased to '35. 
*""a Effective Dec. 13, 1955, this figure was increased to :jji20. 
~-!H'rlf- l' p. 26 
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av.rard survives, in case of employee's death, payable in a 
lump sum to dependents, parents or collaterals; if no sur-
vivors, balance paid into special fund (#36A). Compensa-
tion for disfigUl~ement in amount determined by board, maxi-
mum 125 weeks, in addition to all other compensation (#36). 
Compensation for partial disability from silicosis in the 
granite industry limited to $5,000 (#76). 11 -lf 
1113-Compensation For Death. To widow or widower 
alone, $20 weekly, with $5 additional for each child under 
18 or incapacitated; in case of his or her death, or v.rhere 
there is no surviving spouse, the same amount payable to 
her had she lived to be paid to child or children in equal 
shares, max. to a child $25. If widow or widower remarries 
(in which event payments terminate), to dependent children, 
weekJ!..y payments of $7 each. Payments to widow and children 
not to exceed $10,000 or continue longer than 400 weeks, 
except that payments to children continue until the age 
of 18 and to widow and incapacitated child over 18 not fully 
self-supporting. To other total dependents, 66 2/3fo of 
average wages,, maximum $15, minimum $8 weekly; maximum 
perio~d 500 weeks from date of injury, maximum amount $6,000. 
To partial dependents, such proportion of precedings as the 
amount contributed by deceased to partial dependents bore to 
the annual earnings of deceased, max. amount $6,000. Under 
'*- 1, p. 27 
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certain conditions, partial dependent is entitled to minimum 
wee~y compensation or $8. In all cases, reasonable expenses 
or burial, maximum $300; except where there are no dependents, 
maximum $500 (##31-33). Schedule award survives,. payable in 
a lump sum, to dependents, parents or collaterals; ir none, 
balance paid into special fund (#36A). If no dependents, 
except in case of death from silicosis or other occupational 
pulmonary dust disease, insurer must pay $500 into special 
fund of the State Treasury (#65). In all death cases $500 
payable into special fund (#65N). 11 * 
Regarding the waiting period·prior to the actual 
payment of compep.sation, we rind that: 11 No compensation is 
payable for first 7 days of incapacity to earn rull wages; 
if incapacity extends ror 8 days or more, compensation is 
payable rrom date of injury. No compensation is to be paid 
(except for partial disability) ror any period for which 
wages were earned (#29).** 
A question often arising is that of who pays for 
and selects the doctor for the injured employee. The law 
s:tates: 11 Insurer must furnish l"'easonable and adequate 
medical aid, etc., ir needed together with expenses inci-
dental thereto and must also furnish artificial eyes, limb, 
etc., if ordered by Division. Employee is entitled to be 
* l, pp. 29-30 
** l, p. 30 
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treated by physician of his 01~ selection, and in such case, 
or where in emergency or for other justifiable cause a phy-
sician other than the one provided by insurer is called in, 
the reasonable cost of services must be paid by insurer, sub-
ject to approval of Division. Provisi<Dns of this section 
applicable so long as services are necessary even though 
maximum compensation has been paid (#30). Rehabilitation 
services for seriously injured employee available from 
Rehabilitation Commission in Dept. of Education (##30 A, B, 
C). u*. 
The Workma~ Compensation Law defines the term 
"average wages•' as follm~s: 11Average weekly wages to mean 
earnings for preceding year divided by 52 but if employee 
lost more than ·two weeks 1 time, such loss to be deducted 
from 52. Where this plan is not practicable, regard may be· 
had to average wages of ru1.other person in same grade of 
employment and locality. WBeks in which employee earned 
less than $5 are to be excluded, unless employee's normal 
working hours are less than l5 hours a week (#l). I:f injured 
employee was of such age and experience that under natural 
conditions his wages would be expected to increase, such 
fact may be taken into consideration in computing weekly 
wages (#5l). In case of a pub~ic employee receiving main-
tenance in addition to salary or wage, compensation shall be 
* l, p. 31 
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bas:ed upon his average weekly wage plus $13.50 per week in 
lieu of maintenance, except where such maintenance is con-
tinued during total incapacity (#69). 11 * 
Dependents as determined by the Law are defined 
thus: "Wife or husband, parent, and children (in esse) or 
under eighteen o.r incapacitated, under certain conditions 
as of date of death or injury, are conclusively presumed 
totally dependent. In oth~r cases degree of dependenc~ is 
determinable according to facts at time of injury~ Total 
and partial dependency distinguished; and total dependents 
preferred, to exclusi0n of partial dependents (#32). Depend-
ents limited to members of employee 1 s family or next of kin 
dependent upon him for support at time of injury or death 
(#;l [ 3] ). 11 ** 
The settlement of claims is covered as follows: 
UTe.rms of compensation may be settled by agreement, subject 
to approval of the Division. In case of dispute, either 
party may notify the Divis ion which must assign the case for 
hearing by a member of the Division. Member's decisi0n is 
subject to review by Reviewing Board, consisting of members 
of the Division designated by the Chairman thereof. Cost of 
Unsuccessful claim for review made by insurer, including 
counsel fee, must be paid by insurer, except where insurer 
* l, p. 33 
. ~· l, pp. 34-35 
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makes offer at time of review, which employee refuses, and 
award is no larger than offer (##6-10, 16; Chapter 23, 
General Laws of Massachusetts [1932], #17). Provision is 
made for temporary adjustment of controversy between two or 
more insurers and payment of compensation by one of them 
pending f'inal decision by the Board (#l5A). As to claims 
against the Commonwealth, see #69A. See also under 26.---
Modification Of .Agreements And Awards, infra."* 
The above passages, althoUgh far f'rom covering the 
complete contents of the Workmen's Compensation Law of 
Massachusetts, are believed by the writer to touch on those 
points of most universal interest and impor~ance. It is 
recommended that reference be made directly to the text of 
the Law itself for more detailed explanations. 
Probably the first decision that confronts Manage-
ment when considering Workmen's Compensation Insurance is 
that of whether to insure with a Mutual Company, a Stock . 
Company or to Self-Insure. In this study, no differentia-
tion is made between a Mutual and Stock Company, since it 
is believed that the choice is largely one of personal 
preference and situation. It should be ,noted however, that 
the figures used are those of a Mutual Company. 
* l, p. 39 
ll 
The variance of a Workmen's Compensation Insurance 
Policy form is slight. Those points to be declared by the 
insured are usually: 
111. Name and address of employer, and legal form of his 
business (individual, partnership, corporation, estate). 
2. Policy perio:d. This, except for private residences, 
estates and farms is a single year, beginning one minute 
after midnight on a designated date. Compensation hazard 
factors change so rapidly that a longer peri~d is considered 
unwise. 
3. Location of employer's place of business (injuries are 
covered off-premises also when the result .of operations 
incidental to on-premises also when the result of operations 
incidental to on-premise operations). 
4. Information required for informed underwriting or selec-
tion of risks from those submitted by company agents, and 
l3 
proper rating: 
(a) The classification oi.' classifications to which 
the employer's operations belong. A classifi-
cation is a group of risks that presents 
relatively homogeneous hazard. Risks are 
grouped for compensation purposes sometimes on 
the basis of an entire industry (marine railway 
operation, canneries); a trade or occupation 
(carpentry, plastering); or a process or 
12 
operation (rolling mills, iron, bronze and 
14 
brass fabricatio,p, or ass~mbling). The 
hazards of maintenance operations or ordinary 
repairs of the insured's premises by his 
employees are included within the employer's 
basic classification. 
(b) Estimated total annual payroll. This serves 
as the basis for the preliminary or advance 
premium. 
(c) The premium rate per $100 payroll. 
(d) Estimated premium (the product of the estimated 
payroll and the premium rate) and the minimum 
premium. Sometimes rate and premium are shown 
separately for compensation and occupational 
disease coverage. 
This information must be presented separately for: 
13 
(a) Industrial operations on the employer's premises. 
(b) Clerical office employees. 
(c) Operations not on premises: outside salesmen, 
collectors, messengers; drivers and their 
helpers; chauf'fers and their helpers. This 
group and clerical workers are usually separately 
rated. 
The declarations also include a statement of the amount of 
loss and expense constant, if any, or its equivalent. These 
constants have as their purpose the equalization of premium 
costs between large and small risks. See Chapter l8. 
l4 
5. The employer declares that his statements of estimated 
payroll above are complete and include the compensaticn of 
officers who actually perform the duties of superintendents, 
foreman or workmen. This goes with the promise of the insurer 
to examine the insured's books during the policy period or 
within a year after the policy's termination. 
6. The employer declares that his statement of business 
operations above is complete, except as specified. This is 
supplemented by a provision in the policy that if other opera-
tions are undertaken the employer will pay additional pre-
mium. 
7. He declares that no workmen's compensation or employer's 
liability insurance has been canceled during the past year, 
except as specified."* 
The insurance company promises the insured three 
things:: 
11l. (a) To pay the worker cash and medical benefits due 
under the workmen's compensation law, and (b) to indemnify 
the employer :for 'loss: by reason of the liability imposed 
on him by law for damages •... ' 
2. The company promises also in its discretion to serve the 
employer by inspecting his work-places and by suggesting 
* 2, pp. l48-l49 
ways and means to reduce the number and severity. of injuries; 
to investigate injuries when notified by the employer and 
to settle resulting claims. 
3. The company promises to defend, in the name of and on 
behalf of the employer, all suits and proceedings for damages 
or compensation, including those •wholly,g.roundless, false 
or frauQ.ulent, ' or to settle them. 111~f-
In return, the Insured promises the Insurance 
Company three things: 
111. To give immediate written notice of accident or injury, 
with the fullest supporting information possible. 
2. To give immediate written notice of claims arising from 
the acc;ident or injury and of all summons, notices or pro-
cesses served on him. 
3. To submit to the insurer payroll data for all employees 
engaged in the operati0ns of the insured's business at the 
end of the policy peria;d. Worlanen 1 s compensation and empl.oy-
ers• liability premiums are usually computed in terms of 
payroll. Since precise payroll and premium amounts cannot 
be determined until the end of this peria;d, it is customary 
to charge an advance or deposit premium; the insured-there-
fore promises also to adjust the difference between the two. 
! collateral provision occurs in the right of the insurer 
* 2, pp. 141-144 
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to consult the insured's books within the policy period or a 
year after its termination. 11 * 
An example of a typical Workmen's Compensation 
P,olicy will be found on the following page. 
Before embarking upon the problem of analysis of 
the sample company chosen for study, there should also be a 
clarification of the various terms used in the discussion 
16 
of the choice of rating plan. The first of these is 
Experience Rating: ~This is designed to measure both the 
intang·ible and the tangible elements of hazard by comparing 
the actual loss experience of the individual risk with the 
expected losses, with the idea of modifying the manual rate 
favorably or unfavorably as the comparison is favorable or 
unfavorable. Ordinarily such a plan is limited to risks 
with a payroll of a certain size and a loss experience cover-
ing two or three years ••.. EXperience rating is applied to 
all risks that meet the size and time requirements. With 
few exceptions it is not an elective rating method chosen by 
the insurance buyer. 11 '~E-
The second type of rating to require explanation is 
Retrospective Rating. UIThis 'is the fixing of rates upon the 
basis of the current year's experience of the risk for which 
the rate is made. It means collecting an initial premium at 
* 2,, p. 145 
.,a 3, p. 295 
l6a 
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WORKMEN'S COMPENSATION AND EMPLOYERS' LIABILITY POLICY 
LIBERTY MUTUAL 
lNSURANCE COMPANY 
BOSTON. MASSACHUSETTS 
(A mutual insurance company, herein called the company) 
es with the insured, named in the declarations made a part hereof, in consideration of the payment of the premium and in 
1ce upon the statements in the declarations and subject to the limits of liability, exclusions, conditions and other terms of 
Jolicy: 
INSURING AGREEMENTS 
rage A-WORKMEN'S COMPENSATION Topaypromptly 
. due all compensation and other benefits required of the 
·ed by the workmen's compensation law. 
·rage B-EMPLOYERS' LIABILITY To pay on behalf of the 
·ed all sums which the -insured shall become legally obli-
i to pay as damages because of bodily injury by accident 
.sease, including death at any time resulting therefrom, 
•ined in the United- States of America, its territories or 
=ssions, or Canada by any employee of the insured arising 
Jf and in the course of his employment by the insured 
r in operations in a state designated' in Item 3 of the 
rations or in operations necessary or incidental thereto. 
NSE, SETTLEMENT, SUPPLEMENTARY PAYMENTS As ·re-
;s the insurance afforded by the other terms of this policy 
ompany shall: 
iefend any proceeding against the insured seeking such 
benefits and any suit against the insured alleging such in-
jury and seeking damages on account thereof, even if such 
proceeding or suit is groundless, false or fraudulent; but 
Ghe company may make such investigation, negotiation 
and settlement of any claim or suit as it deems expedient; 
;Jay all premiums on bonds to release attachments for an 
amount not in excess of the applicable limit of liability of 
Ghis policy, all premiums on appeal bonds required' in any 
such defended proceeding or suit, but without any obliga-
Gion to apply for or furnish any such bonds; 
pay all expenses incurred by the company, all costs taxed 
against the insured in any such proceeding or suit and all 
interest accruing after entry of judgm>~nt until the com~ 
pany has paid or tendered or deposited in cour;t such part 
of such judgment as does not exceed the limit of the com-
pany's liability thereon; 
(d) reimburse the insured for all reasonable expenses, other 
than loss of earnings, incurred at the company's request . 
The amounts incurred under this insuring agreement, except 
settlements of claims and suits, are payable by the company 
in addition to the amounts payable under coverage A or the 
applicable limit of liability under coverage B. 
DEFINITIONS 
(a) Workmen's Compensation Law The unqualified term 
"workmen's compensation law" :m.eans the workmen's 
compensation law and any occupational disease law of a 
state· designated in Item 3 of the declarations, but does 
not include those provisions of any such law which pro-
vide non-occupational disability benefits. 
(b) State The word "state" means any State or Territory of 
the United States of America and the District of Columbia. 
(c) Bodily Injury by Accident; Bodily Injury by Disease The 
contraction of disease is not an accident within the mean-
ing of the word "accident" in the term "bodily injury by 
accident" and only such disease as results directly from 
a bodily injury by accident is included within the term 
''bodily injury by accident." The term "bodily injury by 
disease" includes only such disease as is not included 
within the term ''bodily injury by accident." 
(d) Assault and Battery Under coverage B, assault and bat-
tery shall be deemed an accident unless committed by or 
at the direction of the inslired. 
APPLICATION OF POLICY This policy applies only to injury 
(1) by accident .occurring during the policy period, or (2) by 
disease caused or aggravated by exposure of which the last 
day of the last exposure, in the employment of the insured, to 
conditions causing the disease occurs during the policy period. 
EXCLUSIONS 
policy does not apply: 
GO operations conducted at or from any workplace not 
described in Item 1 or 4 of the declarations if the insured 
has, under the workmen's compensation law, .. other insur-
ance for such operations or is a qualified self-insurer 
therefor; 
unless required by law or described in the declarations, to 
domestic employment or to farm or agricultural employ-
ment; · · 
under coverage B, to liability assumed by the insured 
under any contract or agreement; 
under coverage B, (1) to punitive or exemplary damages 
on account of bodily injury to or death of any employee 
employed in violation of law, or (2) with respect to any 
2080 
employee employed in violation of law with the knowledge 
or acquiescence of the insured .or any executive officer 
thereof; 
(e) under coverage B, to bodily injury by disease unless prior 
to thirty-six months after the end _of the policy period 
written claim is made or suit is brought against the in-
sured for damages because of such injury or death re-
sulting therefrom; 
(f) under coverage B, to any obligation for which the insured 
or any carrier as his insurer may be held liable under the 
workmen's compensation cir occupational disease law of a 
state designated in Item 3 of the declarations, any other 
workmen's compensation or occupational disease law, any 
unemployment compensation or disability benefits law, 
or under any similar law. 
III 
N 
1 
2 
3 
CONDITIONS 
PREMIUM The premium bases and rates for the classifications 
of operations described in the declarations are as stated there-
in and for classifications not so described are those applicable 
in accordance with the manuals in use by the company. This 
policy is issued by the company and accepted by the insured 
with the agreement that if any change in classifications, rates 
or rating plans is .or becomes applicable to this policy under 
any law regulating this insurance or because of any amend-
ments affecting the benefits provided by the workmen's com-
pensation law, such change with the effective date thereof 
shall be stated in an endorsement issued to fom a part of 
this policy. 
When used as a premium basis, "remuneration" means the 
entire remuneration, computed in accordance with the manuals 
in use by the company, earned during the policy period by 
(a) all executive .officers and other employees of the insured 
engaged in operations covered by this policy, and (b) any 
other person perfoming work which may render the company 
liable under this policy for injury to or death of' such person 
in accordance with the workme.n's compensation law. "Re-
muneration" shall not include the remuneration of any person 
within division (b) foregoing if the insured maintains evi-
dence satisfactory to the company that the· payment of com-
pensation and other benefits under such law to such person is 
secured by other valid and collectible insurance or by any 
other undertaking approved by the governmental agency hav-
ing jurisdiction thereof. 
If the declarations provide for adjustment of premium on 
.other than an annual basis, the insured shall pay the deposit 
premium to the company upon the inception of this policy and 
thereafter interim premiums shall be computed in accordance 
with the manuals in use by the company and paid by the in-
sured promptly after the end of each interval specified in the 
declarations. The deposit premium shall be retained by the 
company until temination .of this policy and credited to the 
final premium adjustment. 
The insured shall maintain records of the infomation neces-
sary for premium computation on the bases stated in the 
declarations, and shall send copies of such records to the com-
pany at the end of the policy period and at such times during 
the policy period as the company may direct. If the insured 
does not furnish records of the remuneration of persons with-
in division (b) of the definition of remuneration foregoing, 
the remuneration of such persons shall be computed in accord-
ance with the manuals in use by the company. 
The premium stated in the declarations is an estimated pre-
mium only. Upon temination of this policy, the earned pre-
mium shall be computed in accordance with the rules, rates, 
rating plans, premiums and minimum premiums applicable to 
this insurance in accordance with the manuals in use by the 
company. If the earned premium thus computed exceeds the 
premium previously paid, the insured shall pay the excess to 
the company; if less, the company shall return to the insured 
the unearned portion paid by the insured. All premiums shall 
be fully earned whether any workmen's compensation law, or 
any part thereof, is or shall be declared invalid or unconsti-
tutional. 
LONG TERM POliCY If this policy is written for a period 
longer than one year, all the provisions of this policy shall 
apply separately to each consecutive twelve months period, or, 
if the first or last consecutive period is less than twelve months, 
to such period of less than twelve lnonths, in the same manner 
as if a separate policy had been written for each consecutive 
period. The earned premium for each such period shall be 
computed as provided by Condition 1 of this policy, subject, 
except as otherwise provided in the manuals in use by the 
company with respect to classifications of operations for 
which this policy provides a per capita premium basis, to the 
following provisions: 
(a) The premium rates for the first consecutive period shall 
be those stated in the declarations and those applicable 
for such period in accordance with the manuals in use by 
the company; 
(b) The premium bases, classifications of operations rates 
rating plans, premiums and minimum premiums f~r each 
such subsequent period shall be those applicable for such 
period in accordance with the manuals in use by the 
company. 
~ARTNERSHIP OR JOINT VENTURE AS INSURED If the insured 
lS a partnership or joint venture, such insurance as is afforded 
by this policy applies to each partner or member thereof as 
an insured only while he is acting within the scope o:f 
duties as such partner or member. 
!NSPEC!IO~ A_ND_A_UDIT Thecompanyandanyratingau1 
Ity havmg JUrisdictiOn by law shall each be pemitted t. 
spect the workplaces, machinery and equipment covere• 
this policy and to examine and audit the insured's b< 
v9uchers, contracts, documents and records of any and e 
kind at any reasonable time during the policy period and 
extension thereof and within three years after terminatic 
this policy, as far as they relate to the premium bases OJ 
subject matter of this insurance. 
NOTICE OF INJURY When an injury occurs written n 
shall be given by or on behalf of the insured to the com· 
or ~my of its auth_orized ~gents as soon as practicable. ; 
not1ce shall contam particulars sufficient to identify th1 
sured and also reasonably obtainable infomation respec 
the time, place and circumstances of the injury the ru 
and addresses of the injured and of available wi~esses. 
NOTICE OF CLAIM OR SUIT If claim is made or suit or c 
proceeding is brought against the insured, the insured : 
immediately forward to the company every demand nc 
summons or other process received by him or his r~prE 
tative. 
ASSISTANCE AND COOPERATION OF THE INSURED Th 
sured shall cooperate with the company and upon the , 
pany's request, shall attend hearings and trial~ and shall a 
:!n effecting settlements,_ securing and giving evidence, ob· 
mg the attendance of wrtnesses and in the conduct of sui 
proceedi~gs. The insured shall not, except at his own 
voluntarily make any payment, assume any obligation o 
cur any expense other than for such immediate medical 
other services at the time of injury as are required b:.> 
workmen's compensation law. 
STA!UTORY PROVI_SIO~S-~overage A The company 
be drrectly and primanly hable to any person entitled tc 
benefits. of ~he workmen's compensation law under this pc 
The obligatiOns of the company may be enforced by such 
son, or for his benefit by any agency authorized by 
whether against the company alone or jointly with the ins1 
Bankruptcy or insolvency of the insured or of the insu: 
estate, or any default of the insured, shall not relieve the 
pany of any of its obligations under coverage A. 
As between the employee and the company, notice or kn 
edge of the injury .on the part of the insured shall be n• 
or knowledge, as the case may be, on the part of the comp 
the jurisdiction of the insured, for the purposes of the -w 
men's compensation law, shall be jurisdiction of the com] 
and the c~mpan;Y shall in all things be bound by and su1 
to the findmgs, JUdgments, awards, decrees, orders or dech 
rendered against the insured in the fom and. manner 
vided by such law and within the tems, limitations and 
visons of this policy not inconsistent with such law. 
All of the provisions of the workmen's compensation law l 
be ~nd ~emain a ;part of this policy as fully and complE 
as if written herem, so far as they apply to compensation 
other benefits provided by this policy and to special u 
payments int.o security or other special funds and assessm 
required of or levied against compensation i~urance car: 
under such law. 
The _insured shall reimburse the company for any paym 
reqm!ed of the company under the workmen's compensE 
law, m excess of the benefits regularly provided by such 
sol~ly because. of inj~ry to (a) any employee by reason o:f 
senous and wrlful misconduct of the insured or (b) any 
ployee employed by the insured in violation' of law with 
knowledge or acquiescence of the insured or any exect 
officer thereof. . 
Nothing herein shall relieve the insured of the obligat 
imposed upon the insured by the other tems of this poli 
LIMITS OF L~AB~LI!Y-Cover~ge B The words "damages 
cause of. bodily InJ_ury by accident _or disease, including d 
at any time resultmg therefrom," m coverage B include c 
~ges for. ca~e and loss of services and damages for which 
msu~ed Is hable by reason of suits or claims brought aga 
the Insured by others to recover the damages obtained f 
such others b~cause of ~ch bodily injury sustained by 
ployees of the msured ansmg out of and in the course of t 
employment. The limit of liability stated in the declarat 
~overage B is the total limit of the company's liability for 
iamages because of bodily injury by accident, including 
:h at any time resulting therefrom, sustained by one or 
~ employees in any one accident. The limit of liability 
ed in the declarations for coverage B is the total limit of 
company's liability for all damages because of bodily in-
. by disease, including death at any time resulting there-
1, sustained by one or more employees of the insured in 
·ations in any one state designated in Item 3 of the decla-
ms or in operations necessary or incidental thereto. 
inclusion herein of more than one insured shall not oper-
i;o increase the limits of the company's liability. 
ION AGAINST COMPANY-Coverage B Noactionshalllie 
nst the company unless, as a condition precedent thereto, 
insured shall have fully complied with all the te=s of 
policy, nor until the amount of the insured's obligation to 
shall have been finally determined either by judgment 
nst the insured after actual trial or by written agreement 
::te insured, the claimant and the company. 
person or organization or the legal representative there-
'ho has secured such judgment or written agreement shall 
eafter be entitled to recover under this policy ·to the ex-
of the insurance afforded by this policy. Nothing con-
ed in this policy shall give any person or organization any 
t to join the company as a co-defendant in any action 
.nst the insured to dete=ine the insured's liability. 
kruptcy or insolvency of the insured or of the insured's 
te shall not relieve the company of any of its obligations 
'r coverage B. 
ER INSURANCE Iftheinsuredhas other insurance against 
5S covered by this policy, the co'.!DJpany shall not be liable 
1e insured hereunder for a greater proportion of such loss 
L the amount which would have been payable under this 
!Y, had no such other insurance existed, bears to the sum 
aid amount and the amounts which would have been pay-
under each other policy applicable to such loss, had each 
, policy been the only policy so applicable. 
R.OGA TI 0 N In the event of any payment under this policy, 
company shall be subrogated to all rights of recovery 
efor of the insured and any person entitled to the benefits 
b.is policy against any person or organization, and the in-
d shall execute and deliver instruments and papers and 
vhatever else is necessary to secure such rights. The in-
:d shall do nothing after loss to prejudice such rights. 
cNGES Notice to any agent or knowledge possessed by 
agent or by any other person shall not effect a waiver or 
ange in any part of this policy or estop the company from 
rting any right under the te=s of this policy; nor shall 
terms of this policy be waived or changed, except by en-
.ement issued to form a part of this policy, signed by the 
;ident or a Vice President and the Secretary or an Assis-
: Secretary of the company and, if such signatures are 
imile signatures, countersigned by a duly authorized rep-
ntative of the company. 
ASSIGNMENT Assignment of interest under this policy shall 14 
not bind the company until its consent is endorsed hereon. If 
however, during the p,olicy period the insured shall die, and 
written notice is given to the company within thirty days after 
the date of such death, this policy shall cover the insured's legal 
representative as insured; provided that notice of cancelation 
addressed to the insured named in the declarations and mailed 
or delivered, after such death, to the address shown in this 
policy shall be sufficient notice to effect cancelation of this 
policy. 
CANCELATION This policy may be canceled by the insured 15 
by mailing to the company written notice stating when there-
after the cancelation shall be effective. This policy may be 
canceled by the company by mailing to the insured at the ad-
dress shown in this policy written notice stating when not less 
than ten days thereafter such cancelation shall be effective. 
The mailing of notice as aforesaid shall be sufficient proof of 
notice. The effective date of cancelation stated in the notice 
shall become the end of the policy period. Delivery of such 
written notice either by the insured or by the company shall 
be equivalent to mailing. 
If the insured cancels, unless the manuals in use by the com-
pany otherwise provide, earned premium shall be (1) computed 
in accordance with the customary short rate table and pro-
cedure and (2) not less than the minimum premium stated in 
the declarations. If the company cancels, earned premium 
shall be computed pro rata. Premium adjustment may be made 
at the time.cancelation is effected and, if not then made, shall 
be made as soon as practicable after cancelation becomes ef-
fective. The company's check or the check of its representa-
tive mailed or delivered as aforesaid shall be a sufficient 
tender of any refund of premium due to the insured. 
When the insurance under the workmen's compensation law 
may not be canceled except in accordance with such law, this 
condition so far as it applies to the insurance under this policy 
with respect to such law, is amended to confo= to such law. 
TERMS OF POLICY CONFORMED TO STATUTE-Coverage A 16 
Terms of this policy which are in con:fiict with the provisions 
of the workmen's compensation law are hereby amended to 
c.onform to such law. 
DECLARATIONS By acceptance of this policy the insured 17 
agrees that the statements in the declarations are his agree-
ments and representations, that this policy is issued in reliance 
upon the truth of such representations and that this policy 
embodies all agreements existing between himself and the 
company or any of its agents relating to this insurance. 
MUTUAL POLICY CONDITIONS This policy is non-assessable. 1" 
The policyholder is a member of the company and shall par- 0 
ticipate, to the extent and upon the conditions fixed and deter-
mined by the board of directors in accordance with the 
provisions of law, in the distribution of dividends, so fixed 
and dete=ined. 
ritness whereof, the company l_las caused this policy to be. signed by its f!esident and its Secretary at Boston, Massachusetts, 
countersigned .on the declaratwns page by a duly authoriZed representatiYe of the company. 
0 
0. 
SECRETARY 
SHORT RATE CANCELATION TABLE I I • 
For Term of One Year 0 F F I C E S 
ALBANY, N. Y. MEMPHIS, TENN. 
Per Cent Per Cent ALLENTOWN, PA. MIAMI, FLA. 
Days of Days of ANDOVER, MASS. MILWAUKEE, WIS. 
. I' y ATLANTA, GA. MINNEAPOLIS MINN 
, Policy One :ear , Po 1cy One , ear AUBURN, N. Y. MOBILE, ALA.' ' 
In Force Prem1um 10 Force PremiUm AUSTIN, TEXAS MONTREAL, QUE. 
BALTIMORE, MD. MT VERNON N Y 
1 . 5 154-156 . . 53 BAY SHORE, L. I., N.Y. NAflHVILLE TENI•f 
2 6 157-160 54 BINGHAMTON, N.Y. NEWARK N'J . 
3 4 7 161 164 55 BIRMINGHAM, ALA. NEW BEDFORD MASS 
- - , , , BOSTON MASS ' ' 
5- 6 8 165-167 56 BRIDGEPORT c' ONN NEW BRUNSWICK, N. J, 
' ' ' • · NEW CASTLE PA 7- 8 9 168-171 . , 57 BROCKTON, MASS, NEW HAVEN, CONN, 
9- 10 10 172-175 , , 58 BROOKLYN, N.Y. NEW ORLEANS, LA. 
BUFFALO, N. Y.. NEW YORK N. Y 
11- 12 11 176..,.178 , , . 59 BURLINGTON, VT. NIAGARA FALLS' N y 
13- 14 12 179-182 (6 mos.) .60 CALGARY, ALBERTA NORFOLK, VA. ' ' ' 
15- 16 13 183-187 61 CAMDEN, N. J, NORWICH, CONN, 
17- 18 14 188-191 62 CHARLOTTE, N. C. OAKLAND, CAL. 
, , , CHATTANOOGA, TENN. OAKPARK ILL 
19- 20 15 192-196 . . . 63 CHICAGO, ILL. OKLAHOMA CITY, OKLA. 
21- 22 16 197-200 , , , 64 CINCINNATI, OHIO OMAHA, NEB. 
23- 25 17 201-205 , , , 65 CLEVELAND, OHIO PEORIA, ILL. 
. COLUMBUS, GA. PHILADELPHIA, PA. 26- 29 , , , 18 206-209 , . , 66 COLUMBUS, OHIO PHOENIX, ARIZONA 
30- 32 (1 mo.) 19 210-214 (7 mos.) 67 CORPUS CHRISTI, TEXAS PITTSBURGH, PA. 
33- 36 20 215-218 68 DALLAS, TEXAS PITTSFIELD, MASS. 
4 21 1 DENVER, COLO. PORTLAND MAINE 37- 0 2 9-223 • • • 69 DES MOINES, IOWA PORTLAND: OREGON ;""" 
41- 43 , • • 22 224-228 , , , 70 DETROIT, MICH. POUGHKEEPSIE, N. Y, . ,) 
44- 47 , . , 23 229-232 , , , 71 DULUTH, MINN. PROVIDENCE, R.I. ') 
48- 51 , . 24 233-237 72 ELMIRA, N. Y. RALEIGH, N. C. ~;J 
, , , , ERIE, PA. RICHMOND, VA. ·) 
52- 54 , . · 25 238-241 , , . 73 EVANSTON, ILL. ROANOKE VA , '.). 
55- 58 . . . 26 242-246 (8 mos.) 74 EVANSVILLE, IND. ROCHESTER, :N.Y. ·'; 
59- 62 (2 mos.) 27 247-250 , , , 75 FALL RIVER, MASS, ROCKFORD, ILL. 
63 65 28 251 255 76 FITCHBURG, MASS. SACRAMENTO, CAL. 
_ _ , , , FORT WORTH, TEXAS ST. LOUIS, MO. 
66- 69 29 256-260 , , , 77 FRAMINGHAM, MASS. ST. PAUL, MINN. 
70- 73 , , , 30 261-264 , · , , 78 FRESNO, CAL. ST. PETERSBURG, FLA. 
A M ~~~ ~~~~7- 76 • • · 265-269 • • • 79 GRAND RAPIDS, MICH. SAN ANTONIO, TEXAS 
77- 80 , , , 32 270-273 (9 mos.) 80 GREEN BAY, WIS. SAN DIEGO, CAL. 
81- 83 , , , 33 274-278 , 81 HACKENSACK, N. J, SAN FRANCISCO, CAL. 
84- 87 , , 34 279-282 82 HAGERSTOWN, MD, SAN JOSE, CAL. 
• • • • HARRISBURG, PA. SAVANNAH GA 
88- 91 (3 mos.) 35 283-287 . . . 83 HARTFORD, CONN. SEATTLE, WASH. 
92- 94 36 288-291 , , . 84 HEMPSTEAD, N.Y. SHREVEPORT, LA. 
95- 98 , , , 37 292-296 , , , 85 HIGH POINT, N. C. SOUTH BEND, IND. 
38 HONOLULU, HAWAII SPARTANBURG, s. c. 99-102 • • • 297-301 , • · 86 HOUSTON, TEXAS SPRINGFIELD, MASS. 
103-105 • • • 39 302-305 (10mos.) 87 INDIANAPOLIS, IND. STAMFORD, CONN. 
106-109 • • , 40 306-310 , , 88 JACKSON, MISS. SYRACUSE, N.Y. 
110-113 41 311-314 89 JACKSONVILLE, FLA. TAMPA, FLA. 
• • , , , JAMAICA, N.Y. TAYLORVILLE ILL 
114-116 • • • 42 315-319 , , , 90 JAMESTOWN, N.Y. TOLEDO, OHio' ' 
117-120 , • , 43 320-323 , , , 91 KALAMAZOO, MICH. TORONTO, ONT, 
121-124 (4 mos.) 44 324-328 • , , 92 KANSAS CITY, MO. TRENTON, N. J, 
125 127 45 329 332 93 KNOXVILLE, TENN. TULSA, OKLA. 
- • • • - , , , LANCASTER, PA. UTICA, N. Y, 
128-131 • • • 46 333-337 (llmos.) 94 LITTLE ROCK, ARK. VANCOUVER, B. C. 
132-135 • , , 47 338-342 95 LONDON, ONT. WASHINGTON, D. C. 
136 138 48 • • ' LONG BEACH, CAL. WATERBURY, CONN. 
- • • • 343-346 • • • 96 LOS ANGELES, CAL. WHEELING, W.VA. 
139-142 • • • 49 347-351 , , . 97 LOUISVILLE, KY. WHITE PLAINS, N. Y. 
143-146 ;; , , 50 352-355 , , , 98 LOWELL, MASS. WICHITA, KAN. 
147-149 51 356-360 99 LYNBROOK, N. Y. WILKES-BARRE, PA. 
• • • • • , LYNCHBURG, VA. WILMINGTON DEL 
150-153 (5 mos.) 52 361-365 (12mos.) 100 LYNN, MASS. WORCESTER, MAss: 
MANCHESTER, N.H. YORK PA. 
MARTINSVILLE, VA. ' 
the beginning of the year and adjusting it upward or down-
ward at the end of the year within the limits of the maximum 
and minimum set. 1Uong with the plan goes a reduction in tbe 
usual loading for expenses. It is called retrospective 
because the premium is fixed after the term of the policy 
has expired; other rates are fixed in advance •••• 
The standard premium (l) is merely the manual 
premium as modified by schedule rating and experience rating. 
It can only be estimated at the beginning of the year and is 
definitely known after the end of the year. It is used 
here not only as a basis f·or the basic premium but a:s a 
measure of the size of the risk •••• 
The basic premium rati0~, (2) as well as the minimum 
premium rat:i.:'o:~ (4) and the maximum premium ratio..:.·. (6), is 
derived from a table and is supposed to contain an insurance 
charge plus the expenses. The basic premium ratio grows 
smaller with the increasing size of the risk, as measured 
by standard premium •••• 
The minimum and maximum premium ratios, (4) and 
(6), are taken from a table, ••• and both of them decline as 
the risk grows larger. Since the acquisition expense de-
pends upon the minimum premium, larger risks have a lower 
rate of acquisition loading. The maximum premium enables a 
guarantee to the insured tbat his premium will not exceed a 
certain figure, and thus dampens unusually large losses."* 
* 3, pp. 297-298 
17 
Finally a brief explanation of the four available 
rating plans. It should be noted that the Premium Discount 
Plan corresponds to the plan designated as the Standard 
Premium Plan elsewhere in this paper. ttThe first of the 
four rating plans is the Premium Discount Plan. Under this 
plan savings made on the larger premium risks out of the 
expense allowance in the rates for acquisition, administra-
tion, and payroll audit are returned to the insured by 
means of premium discounts •••• 
The balance of the new rating program consists of 
three retrospective rating plans. The expense gradations, 
which obtaiil in the case of the Premium Discount Plan, also 
obtain in thes:e three plans, although they are not evident 
because the .gradation is accomplished by application of 
the retrospective rating formulas. Under all three of 
these plans, savings over and above expense savings can be 
earned by the employer who develops a better-then-average 
loss ratio;. To the extent that the employer • s loss ratio 
is better than average, he secures a proportionate reduc-
tion in premium. 
The principal feature of Plan A is one that limits 
the maximum premium indicat·ed by experience to the standard 
premium for the risk. It rewards the employer for every 
year of good experience, and.does not penalize him sharply 
for a year of bad experience."* 
* 3, p. 299 
18 
Plan B is so constructed that the loss'es incurred 
measure only pure premium, but the loss conversion factor 
increases them to cover some expenses. In return for the 
possible very low minimum premium under this plan, there 
is a considerably higher maximum premium figure than under 
Plan A. However, there is a definite maximum stated, so 
that the employer is protected by a limiting figure in the 
event that he has a year of bad exper·ience. 
"Under Plan C the employer has the opportunity of 
earning a cost corresponding to that of a Self-Insurer, a 
·cost that will be equal to his actual losses plus a minimum 
service charge for the service that the insurance company 
renders. In the years when he develops bad experience, he 
may be calred upon to pay a premium in excess of the 
standard up to a stated maximum, as in Plan B. Actually, 
this plan has no specific minimum premium: the employer 
pays the company a basic premium plus a loading for taxes 
representing the amount a company must secure to service a 
risk developing no losses."* 
In addition to the above plans there is also a Plan 
D, which has: no given maximum or minimum premium, but allows 
the employer to pick his own limits based on a given ratio. 
Under this plan, the employer obtains a tailor-made policy 
to suit any unusual needs he may have. 
*3J pp. 299-300 
19 
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PART II 
METHODS OF INSURING 
Self'-Insurance* 
One possibility of' f'ulf'illing the requirements of' 
the Massachusetts Wor.km.en' s Compensation Law is Sell-
Insurance. Basically, this is the simple act of posting a 
bond or designating securities of a required value to 
cover accidents :for the :following year. In addition to 
the bond, reinsurru1ce is required. This may be either of 
two types. The :first type reinsures f'or any one accident 
or event over a given :figure. The second and more common 
type is Aggregate Excess Reinsurance, which reimburses :for 
all losses over the amount of' the bond. The cost o:f this 
reinsurance is about 25fo of' the normal premium, and includes 
services of a Safety ED_gineer and those attorneJr' s .fees, 
which are required by the reinsuring company. This reinsur-
ance becomes: ef':fective at the :figure obtained by subtracting 
the 25fo reinsurance cost :from the total amount o:f the 
posted bond. For example, if the Bond is f'or $30,000 and 
the normal premium is also $30,000, then the reinsurance 
goes into e:f:fect on all losses over the amount o:f $30,000 
minus $7 ,500', or,· on all losses over $22,500. 
The amount o.f the bond to be posted is determined 
by the Mass. State Workmen's Compensation Board. The 
*4 
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minimum bond required is $20, 000 and any higher figure is 
determined by the experience of the company, the type of 
industry involved, and the size of the payroll, in much 
the same way as a commercial insurance company would deter-
mine the premium~ 
Self-Insurance offers the advantage of low cost 
to a firm with a good experience record. The cost of a 
Surety Bond is only about $5. per $1,000, and the cost of 
reinsurance is just 25~ of normal premium. In addition, 
safety engineers are supplied by the reinsuring company. 
The disadvantage of Self-Insurance lies in the 
nuisance areas, since the firm must negotiate and settle 
its own claims, pay attorney's fees, and do all its own 
paper work. There are agencies that will b~ndle all of 
these details for a fee of 3~ of the Standard Premium fig-
u.r.e. It is probable that 5% of this fee is profit for the 
agency and that the remaining 25% represents actual cost 
of service. On this basis a firm considering a Self-
Insurance program may wish to estimate its own costs of 
legal and clerical work at 25% of its basic premium. 
In an attempt to compare the cost of Self-
Insurance with commercial insurance, we will figure the 
cost for each of the ten years from 1945 to 1954 inclusive. 
Since the method of determining the premium is the same 
for Self-Insurance as it is for commercial insurance, we 
21 
will use the premium figvres as actually charged in these 
years. I.t will be assumed that a Surety Bond is purchased 
to cover the bond requirements, and that Aggregate Excess 
Reinsurance is purchas;ed at a cost of 25fo of the Standard 
~remium. The operating expenses of the program will be 
estimated as another 25fo of the Standard Premium. 
22 
In the year 1945 the actual premium paid was $8,403 1 
and since the premium for the previous two years was even 
lower, it is fair to assume that the minimum Self-Insurance 
Bond of $20,000 would have fulfilled the requirements. We 
will assume this bond was a Surety Bond with a cost of $5 
per $1,000 and that reinsurance was purchas;ed with a cost 
of 25fo of the $8,403 premium. .Actual losses paid out in 
this year were $6,503 and the expense of operating the 
program is estimated at 25fo of the premium. The total cost 
for the year 1945 under a Self-Insurance program would be as 
follows: 
Interest on bond 
Reinsurance 
Payment of loss.es 
Ex:penses 
Total cos:t 
$ lOO 
2,100 
6,503 
2,100 
$10,803 
Comparing this figure with the actual premium paid 
of $8,403, it is apparent that Self-Insurance would have cost 
the company an additional $2,400 for the year. 
The premium paid for the year 1946 was $10,159, and 
losses paid out totaled $2,540. If we assume the minimum 
bond o£ $20,000 and reinsurance and expenses each at a cost 
of 25fo of premium, we find the cost for the year a.s follows: 
Interest on bond $ 100 
Reinsurance 2,547 
Payment of losses 2,540 
Expenses 21547 
Total cost $ 7,734 
The comparison of the estimated total cost of $7 "734 
for Self-Insurance in the year 1946 with the actual premium 
paid of $10,159, shmiJ"S that the use of Self-Insurance in 
this year would have saved the company $2,425. 
23 
In the year 1947, the premium paid ~der t~e Standard 
Premium Plan used was $13,616, and loss.es paid totaled $13,773. 
Assuming the minimum .bond requirement, and 25fo of 6tandard pre-
mium each, for reinsurance and expenses, we have.the following 
figures: 
~terest on bond 
Re insura.11.c e 
Payment of losses 
Expenses 
Total cost 
$' 100 
3,404 
13,733 
3,404 
$20,641 
Tt is obvious that if' Self-Insurance had been in use 
in the year l947, it would have meant an increase in cost of' 
$7,025 f'or the f'irm over the Standard Premium f'igure of' 
$l3,6l6. 
24 
The premium paid in the year l948 was $ll,855. This 
f'igure would still bring the company within the minimum $20,0CD 
bond range, and with the estimated 25fo f'or reinsurance and 
actual loss payments of' $l2,660, the total cost is as f'olloww: 
Interest on bond 
Reinsurance 
Payment of' losses 
Expenses 
Total cost 
$ lOO 
2,984 
l2,660 
2,984 
$l8,728 
Comparing this figure with the Standard Premium of' 
$ll,855 we find that the f'irm would have had an additional 
cost of' $6,873 if' it had chosen Self-Insurance for the year 
l948. 
A premium of' $l6,497 was paid in the year l949. 
The payments f'or losses in this year totaled $l7,l73. With 
an assumed 25fo of' premium each for reinsurance and expenses, 
and $5 per $l,OOO f'or the minimum bond of' $20,000, the cost 
is as: follows : 
Interest on bond 
Reinsurance 
Payment of losses 
Expenses 
Total cost 
$ . 100 
4,124 
15,876 ($17,173- $1~297) 
4,124 
$24,224 
It will be noted that here is the first instance 
when the reinsurance would be called upon to pay part of 
the losses. Since the reinsurance takes effect on losses 
over the amount of $15,876, the firm does not carry the full 
expense of the losses in the year 1949. As previously ex-
plained, the $20,000 bond covers the premium for reinsurance 
and the reinsurance itself takes effect at the figure ob-
tained by subtracting the cost of ~remium from $20,000, 
or $15,876. The comparison of the estimated cost of Self-
Insurance for this year with that of the Standard ~remium 
of $16,497 shows that S:eJf'-Insurance would have cost the 
company an additional $7,727. 
In the year 1950, the premium jumped to $22,769 · 
or an increase of more than $6,000 over the previous year's 
premium. This is quite understandable in view of the 
steady increase in the loss figure of the previous three 
years with a climatic situation in the year 1949 when the 
losses exceeded the premium. With this history in mind, it 
must be assumed that the bond requirements would normally be 
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increased to $30,000. Therefore the bond interest, reinsur-
ance loss payments and.expenses give us the following costs: 
Interest on bond $ 150 
Reinsurance 5,692 
Payment of losses 24,308 ($28,559 - $4,251) 
Expenses 5 2 692 
Total cost $35,842 
Since the firm is only liable for those losses up 
to the amount of $24,308 ~0,000 - $5,692), this is a second 
case where the reinsurance is called upon to carry part of 
the burden of losses; $4,251. Comparing this estimated 
total cost figure of $35,.842 with the Standard Premium paid 
of $22,769, it can be seen that the use of the Standard 
Premium saved the company $l3,073. 
The Standard Premium in the year l95l was $3l,25l. 
If we make the assumpti0n that a $30,000 bond would still be 
acceptable security, the cost of S:elf-T11.surance in the year 
l95l will be found in the following figures: 
Interes:t on bond 
Reinsurance 
Payment of losses 
Expenses 
Total cost 
$ l50 
7,8l3 
9,079 
7,8l3 
$24,855 
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The comparison of the estimated total cost for 
Self-Insurance with the S:ta.11.dard Premium of $31,251 in the 
year 1951 shows a startling change in the trend, since in 
all but one of the pas;t six years just analyzed S:elf-
Insurance 1.vas the most expensive method. S'elf-Insurance 
in the year 1951 would have saved the company $6,396. 
In 19.52 the standard premium again jumped and the 
company was charged $37,281. Obviously this was a reflec-
tion of the very poor experience record in the years 1948, 
1949, and 1950. We must assume therefore that the bond 
requirements will also increase, and that a $40,000 bond 
will be needed. With losses of $9,668, 25~ of premium for 
reinsurance, 25~ for expenses, and interest of $5 per $1,000 
on the bond, we have the following cost: 
Interest on bond 
Reinsurance 
Payment of losses 
Expenses 
Total cost 
$ 200 
9,320 
9,668 
9,320 
$28,508 
As the Standard Premium for this year was $37,281 
it would appear that adoption of Self-Insurance would have 
saved the company $8,773, however in the year 1952 the firm 
changed to a Retrospective Plan and received a credit of 
27 
$13,000, so that the net premium paid was only $24,281. Thus 
the use of Self-Insurance would have cost the company $4,227. 
The Standard Premium in the year 1953 was $36,027. 
With a $40,000 bond requirement, losses of $27,560, reinsur-
ance costs and expenses each equal to 25fo of the premium, we 
obtain the following estimated cost for Self-Insurance: 
Interest on bond 
Reinsurance 
Payment of losses 
Expenses 
Total cost 
$ 200 
9,007 
27,560 
9:,007 
$45,774 
The comparison of this total with the Standard 
Premium of $36,027 would show a difference of $9,747 in 
favor of the Standard Premium. ·Here again however, we must 
take into consideration the fact that the firm is now on a. 
Retrospective Plan, and that they had an additional charge 
of $6' ooeY:, thus the total premium actually paid, was $42' 027 ~ 
This changes the difference between the plans to $3,747, and 
it is in favor of the plan used. 
The final year of the ten years analyzed is 1954. 
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In this year the Standard Premium paid was $36,200. The losses 
for this year totaled $11,000. Assuming a $40,000 bond 
requirement, a reinsurance ·charge of 25fo of premium, and the 
same amount for expenses, we find the following figures for 
Self-Insurance: 
Interest on bond 
Reinsurance 
Payment of losses 
Expenses 
Total cost 
$ 200 
9,050 
lJL,OOO 
9,050 
$29,300 
Comparing this total with the Standard Premium of 
$36,200 it can be seen that there would have been a saving 
of $6,900 if Self-Insurance had been used. However, when we 
consider that under the Retrospective Plan the company 
received a credit of $17,000 bringing the net premium pay-
ment down to $19~;.200, the picture changes and it is obvious 
that S'elf-Insurance would have cost the firm an additional 
$10,100. 
A reference to the chart on the following page will 
give a clear picture of the comparison of a Self-Insurance 
program for the years 1945 to 1954 with that of the program 
which was actually used by the firm. As previously mentioned 
this program consisted of a Standard Premium rate for the 
first seven years, and Retrospective Plan 11 D11 for the las:t 
three years, 1952, 1953, and 1954. 
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In eight of the ten years analyzed, the plan that was 
used was the most economical, but in the other two years a 
Self-Insurance program would have saved the firm money. The 
net result for the ten years, however, would have been a loss 
of $46,35l with the use of a S-elf-Insurance program as com-
pared to the program which was chosen. 
These figures do not present the Self-Insurance Plan 
in a ver~ attractive light. It is pointed out however that 
the estimated ·expense of (C:(p ep-:..;aj;·'ihg; the program is not a 
negligable figure, and that in the instance of a firm with 
a large legal and clerical staff constantly on hand, it might 
be possible to cut down on the expense factor. If the 
expense factor were ignored entirely in the above situation, 
S'elf-Insurance would show a savings of $l0,797. Obviously 
this would not give a .realistic picture since the handling af 
such a program is bound to entail some expense. In the case 
of the firm under consideration the figure represented by 
25fo of the basic premium appears reasonable, other firms 
contemplating such a program may have to vary this percentage 
to suit their particular situation. 
It should also be noted that the use of Self-
Insurance in a year following a high-loss pericrd with its 
reflected high premium might well result in a considerable 
saving, while a normal or low experience rating reverses the 
situation. Whether or not any firm would wish to become 
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involved in such a 11'jugglingu' o:f its insurance program both 
from the point of effort on its own part, and ill will on 
the part- of its insurance company, is questionable. 
One advantage to a Self-Insurance program is found 
in the :fact that nothing will make Management more hazard-
conscious than direct payment of its own losses. However, 
the current trend toward safety drives, and high degree. of 
public interes.t in the subject, not to mention the conse-
quent reflection of the experience rating in the premium, 
seem to compensate to some extent at least, for this advan-
tage. 
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On the other hand, the bahdl:tng of all paper work 
and claims, in this firm at least, is a distinct disadvan-
tage. Added to this is the very awkward situation that 
Management is put in when settling the claims o:f its own 
employees. No matter how objectively the matter is · 
approached, there are bound to be instances which are 
injurious to employee morale and distasteful to Management. 
When these same cases are settled by a third party, an~ 
resentment is also directed toward these invulnerable persons, 
and the employee-employer relationship is le:ft intact. 
In the last analysis, it would appear that Self-
Insurance is best suited to a firm that is able to concentrate 
effectively on bringing its accident rate down and keeping 
it there, and who further, has. sufficient legal and cler-
ical staff to handle this end of the work without undue 
additional expense. 
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Mass. Retrospective Plan vs. Standard Premium* 
Prhtr to the year 1952, there was available a 
retrospective pl~~ known as the Massachusetts Retrospective 
Plan. This plan is comparable to the current Plan B in 
most respects. The firm in question did not use the Mass. 
Retrospective ~lan, choosing instead to abide by the 
Standard Premium. 
The questi0n arises as to whether or not this was 
a wise choice. In order to ascertain this point, and thus 
obtain some guide for future planning we take the years 
1945 through 1951, and apply the formula ·for the Mass. 
Retrospective Premium Plan to each year, (during this 
periad policies were written on a yearly basis), and compare 
the resulting figures with those for the Standard Premium 
for the corresponding year. 
The formula for the Massachusetts Retrospective 
Premium Plan is as follows: 
R.P. : (Standard Prem. x Bas:ic Factor)+(Losses x Loss 
conversion factor) 
Adjusted Retro. Rating Prem. : (R.P. - $5,000).lotR.P. 
The substitution of the constant loss conversion 
factor 1.15 in the above formula, together with the following 
* 5 
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information, will give the yearly premiums f'or the 
Massachusetts Retrospective Plan had it been used. 
Basic Basic Minimum Maximum 
Year Premium Factor Premium Premium Losses 
1945 $ 8,403 30fo 72.ofo l69fo $ 6,503 
1946 10,159 30fo 70.0fo l65fo 2,540 
1947 13,616 30fo, 66.5fo l58fo 13,773 
1948 11,855 30fo 68.5fo l62fo 12,660 
1949 16,497 30fo 64.5fo 153% 17,173 
1950 22,769 30fo 61.5% l43fo 28,559 
1951 31,251 29.5% 59.0fo l39fo 9,079 
The results of the substitution of the above fig-
ures in the formula are tabulated below: 
Basic Adj. Mass. Minimum Maximum 
Year Premium Retro Prem. Premium Premium 
1945 $ 8,403 $10,500 $ 6,050 $14,201 
1946 10,159 6,066 7 2111 16,762 
1947 13,616 21,416 9,055 21,513 
1948 11,855 19,426 8,123 19 2205 
1949 16,497 26,668 10,640. 252240 
1950 22,769 43,141 14,003 3>2 2 560 
1951 31,251 21,126 18,438 43,439 
(Applicable figures are underlined.) 
A comparison of this method with the Standard 
Premium can be seen more clearly .by referring to the chart 
on the following page. It will be observed that the use 
of the Standard Premium saved the company $2,097 in the 
year 1945; $7,'800 in the year 1947; $7,350 in the year 
1948 ;, $8,745 in the year 1949; and $9,791 in the year 1950 
-- a total saving in these years of $35,781. On the other 
hand, in the year 1946, the use of the Standard Premium 
cost the fil~ $3,048, and in the year 1951 it cost the 
firm $10,125, a total of $13,173. In the seven year period, 
therefore, the use of the Standard Premium rather than the 
Massachusetts Retrospective Plan saved the firm a total of 
$22,608. 
These figures leave little question of the wisdom 
of the choice of the Standard Premium during this seven 
year periwd, since this was a high-loss peried. To have 
made the situation perfect from the firm's point of view, 
we might have wished that the change to a Retrospective 
Plan bad come just one year earlier, in which case there 
would have been an additional $10,000 savings, since it is 
now obvious that the swing from a high-loss trend to a low-
loss trend tocrk place in the year 1951. On the whole, how-
ever, the analysis of the choice of program for the above 
seven years appears quite satisfactory. 
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Retrospective Plans A, B, C, & D vs. 8.'tandard Premium* 
In the year 1952, it was decided by the firm to 
adopt one of the new Retrospective Premium Plans which were 
now available. Policies are written on a three year basis, 
and there are four possible choices: Plans A, B, C, and D. 
The first three plans have a specified minimum and maximum 
premium, while Plan D is flexible, allowing the insured to 
pick the minimum and maximum figure to suit his own needs. 
In general, it may be said that Plan A has a low maximum 
penalty, and consequently a high minimum premium. Plans B 
and C, on the other hand, have a high maximum penalty and a 
consequent low minimum premium. 
The Management of this firm selected Plan D with a 
minimum of 60fo and a maximum of 125%. To evaluate this 
choice, we take the figures for the years 1952, 1953, and 
1954 and work them out with each of the possible plans, thus 
determining which plan would actually have proved best for 
the firm during this three year period. 
Loss.es and premiums for the three years are as 
follows: 
Year Premiums Losses 
1952 $ 37,281 $ 9,668 
1953 36,027 27,569 
1954 362200 112452 
$109,508 $48,689 
* 6 
38 
Thus the Standard Premium for this period would 
have been $109,508 if the change to the Retrospective Plan 
had not been made. 
The formula for the various Retrospective Plans 
is as follows: 
R.P. = {[<stand. Prem. x Basic Factor )+(losses x Loss 
conve.nsion factor)] Tax Factor} Nonstock Adjust. 
Factor 
(Note: Nonstock adjustment factor not used for Pl~~ D) 
Substituting the figures effective in the year 
1952 for each individual plan will yield the comparison 
figures necessary for analysis. 
Plan A formula: 
R.P. - {[(109,508 X .229)+(48,689; X 1.14)]1.02~1.~90 
R.P. - $90,119 
The minimum premium under Plan A. is $68, 515, 
while the maximum .premium is $119,364. Since the Retrospec-
tive Premium falls between these two figures, it is the 
figure to be used. 
Plan B formula: 
R.P. '-' {[(l09,508 X .l83)+(48,689 X l.l4)]l:02~l.090 
R.P. = $84,485 
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The minimum premium under Plan B is $26,022, and 
the maximum premium is $139,732. The Retrospective Premium 
falls between these two figures and is, thenefore, used. 
Plan C formula: 
R.P. - {t(l09 ,508 X .184)+(48, 689 X 1.14)] 1.026} 1.090 
R.P. - $84,609; 
The minimum premium for this plan is $22,534, and.· 
the maximum premium is $139,732. The Retrospective Premium 
is applicable as it falls between these limits. 
Plan D formula: 
R.P. - [Cl09,508 X .158)+(48,689 X 1.30)] 1.026 
R.P. - $82,694 
The minimum premium for this plan is $65,705, and 
the maximum premium is $136,885. The Retrospective Premium 
is used since it falls within these bounds. 
A reference to the graph on the following page will 
show a comparison of the standard Premium with each of the 
Retrospective J?'1ans. It is obvious that Plan D was a cor-
rect choice, since it is the lowest figure for the period. 
The question now arises as to whether it is fair 
to assume, great changes to the contrary, that F'lan D is 
40 
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'Pla11s: 
the best plan for this firm to adopt for the future. This 
depends, of course, on whether the losses are goVng to rise 
or fall, a fact that cannot be determined beforehand. Past 
figures, however, can give us a fairly good picture of the 
variance which may be expected in long-range planning. In 
order to get a picture of the affect of the various plans 
in all situations, we can work with three fictitious, but 
possible, situations: that of the average losses for the 
ten year perio:d just past, that of a possible high-loss 
trend, and that of a possible low-loss trend. This will 
give a picture of how each plan will appear in any given 
situation. 
Comparison Based on Average Figures for Past Ten Years. 
The average of the losses for the ten-year period 
1945 to 1954 inclusive is $13,897; the average premium is 
$22,405. Multiplying these figures by three, since we are 
figuring in terms of a three year policy, we have a loss 
figure of $41,691, and a figure corresponding to a Standard 
Premium of $67,215. Applying these figures to the four 
possible Retrospective Plans, we find the following: 
Plan A formula: 
R.P. = {[(67,215 X .257)+(41,691 X 1.14)] 1.02~ 1.085 
R.P. = $72,138 
The minimum premium is $49,299 and the maximum is 
$72,928. Since the Retrospective Premium falls within the 
limits, it is used. 
Plan B formula; 
R.P. = {[(67,215 X .l95)f-(4l,69l X 1.14)]1.026} 1.085 
R.P. = $67,500 
The minimum premium is $22,170 and the maximum is 
$96,266. Again the Retrospective Premium falls between the 
two limits and, thus, is applicable. 
4~ 
Plan 8 formula: 
R.P. : {t(67,215 X .196)+(41,691 X 1.14)] 1.026} 1.085 
R.P. : $67,574 
The minimum premium is $14,666 and the maximum 
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is $96,266. Here the Retrospective Premium again falls within 
the limits; therefore it is applicable. 
Plan D formula: 
R.P. - [(67,215 X .158)+(41,691 X 1.30)] 1.026 
;B.P. - $67,952 
Tl:m minimum premium is $40,329 and the maximum premium 
is $83, 818.. The Retrospective Premium fal],s within these 
bounds, and therefore applies. 
By referring to the graph on the following page it 
can be seen that the Standard Premium would have been the 
lowest premium of all, with Plan B second choice, and Plan C 
third choice. It should be noted that there is very little 
difference between either the Standard Premium and Plans B, 
C, and D, but the Standard Premium is not only the lowest; 
the Retrospective Plans have the disadvantage of a maximum 
penalty. The Standard Premium therefore, appears· the best 
choice by far in this instance. 
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Comparison Based on Low-Loss Situation. 
We now approach a set of fi.ctitious figures, based 
on the assumption that at some time the firm may be fortu-
nate enough to have tb..ree years with loss.es as low as those 
in the year 1952, which was the lowest of the three year 
period. 
The losses in 1952 totaled $9,668 and the premium 
was $37,281. Multiplying these figures by three to simulate 
a three year policy, we have a loss total of $29,004, a 
figure corresponding to a Standard Premium of $111,843. 
Substituting these figures in the fol'.IIl.ula we find the 
following: 
Plan A formula: 
R.P. = «(lll,843 X .227)+(29,004 x 1.14) J 1.026} 1.09 
R.P. = $65,371 
The minimum premium is $67,050 and the maximum 
premium is $121,909. Since the Retrospective Premium falls 
within these limits, it is applicable. 
Plan B formula : 
R.P. = ~(111,843 X .182)+(29,004 X 1.14)] l.026} 1.09 
fi.P. :: $59,742 
'].he. minimum is $25, 845 and the maximum $155, 068. 
Again, the Retrospective Premium is applicable, since it 
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f'alls within the limits of the minimum and maximum. 
Plan;C formula: 
R.P. = {[(111,843 X .183)+(29,004 X 1.14)] 1.026} 1.09 
R.P. = $59,867 
The minirilum premium is $22, 889 and the maximum 
premium is $155~068. Here the Retrospective Premium is 
again applicable. 
Plan D formula: 
R.P. = [Clll,843 X .158)+(29,004 X 1.30)] 1.026 
R.P. = $56,702 
The minimum premium is $67,105 and the maximum is 
$139,803. Since the Retrospective Premium is below the 
minimum f'igure, this is a case where the minimum premium 
becomes erfective. 
Reference to the graph on t~e next page will show 
a comparison of' the above figures. It will be seen that 
Plan B has the lowest premium with a saving of $52,101 
over the Standard Premium. The second lowest in premium 
is Plan C, followed by A and D in that order. 
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Gomparison Based on High-Loss S:ituation 
Asauming that at some time the firm may be unfortu-
nate enough to have three years such as 1953, the year with 
the highest losses for the three-year period (and, inci-
dentally, the second highest loss figure for the ten year 
period), we will do a comparison study of the various plans 
using these figures. The losses for this year were $27,569 
and the premium paid was $36,027. Multiplying these figures 
by.three to give a three-year picture we have losses of 
$82,707, and a figure of $108,081, which corresponds to a 
Standard Premium. These figures are substituted in the 
formulas. 
Plan A f o.rmula : 
R.P. - {C<l08,08l X .229)+(82,707 X l.l4)] 1.026} 1.090 
R.P. = $133,124 
The minimum premium is $67,621, and the maximum 
premium is $117,808. The Retrospective Premium is more than 
the maximum premium; therefore, the·maximum premium is the 
figure to be used. 
Plan B f o.rmula : 
R.P. = {C<lo8,oi:n x .l83)+(82,7o7 x l.l4)] 1.026} 1 •. o9o 
R.P. :: $127,564 
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The minimum premium is $25, 683, and the maximum 
figure is $l50,400. Since the Retrospective Premium falls 
within these limits, it appl~as. 
Plan C formula: 
R.P. : {[(l08,08l x .l84)+(82,707 x l.l4)] l.026}l.090 
R.P. = $l27,684 
The minimum premium is $22,240, and the maximum 
premium is $l50,400. The Retrospective Premium again falls 
between the limits, so that it is the figure to be used. 
Plan D formula: 
R.P. = [Cl08,08l X .l58)+(82,707 X l.l4)] l.026 
R.P. • $l27,946 
The minimum premium is $64, 848 and the maximum is 
$l35,l0l; thus, the Retrospective Premium is applicable. 
The graph on the following page will reveal that 
the S:tandard Premium is by far the lowest figure with a 
savings of $9,700 over Plan .A which is second choice. 
Plans B, C, and D follow in that order, and with very little 
variance in premium. 
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Conclusions 
In reviewing the various methods of insurance open 
to Management of the firm in question, we must conclude that 
Self-Insurance seems the least desirable at the present time. 
It appears to be more expensive than commercial insurance, 
and to have the added disadvantage of problems arising from 
the necessity of settling the claims of its o-wn employees. 
Its chief advantage, that of ma~ing Management more safety 
:conscious, is outweighed by the disadvantages above mentioned. 
The Massachusetts Retrospective Plan, while undoubt-
edly of value in many instances, would not have been a wise 
choice for this store during the peria.d when this choice was 
available. The comparison of this plan and the Standard 
Premium Plan as shown earlier in this se~tion, demonstrate 
that the selection of the Standard Premium was an extremely 
wise choice for this firm. 
An analysis of the charts and data for Retrospective 
Plans A, B, C, and D reveals that in three out of four of the 
situations considered, Plan D, (the plan chosen) is no·t first 
choice. It must be pryinted out, however, that in the fourth 
situation, which is the only actually existant case, Plan D 
was. the best choice. 
For ease in comparing the rating of each of these 
five choices o:f insuring, we have prepared the chart below 
which indicates whether a plan is first, second, third, 
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fourth or fifth choice under each of the four situations 
analyz.ed. 
1952-54 (Actual) 10-yr Ave Low-Ave High-Ave Score 
Sta.11.dard 5 l 5 l 12 
Plan A 4 5 3 2 14 
Plan B 2 2 l 3 8 
Plan c 3 3 2 4 12 
Plan D l 4 4 5 14 
The chart above would appear to indicate clearly 
that Plan B is the best over-all selection for this firm, 
with the Standard Premium and Plan C both in second place, 
and Pla.n A and D placing third. However, before drawing 
this as a final conclusion, we will compare the dollar 
savings of each plan, in each situation, to be sure that 
it is proportionate with the mathematical rating. For this 
purpose, the chart below will assume the first choice in 
each instance to have a dollar value of zero, since it is 
used as a base. The other plans will reflect the dollar 
increase over the first choice. Thus, in the score column, 
the plan with the lowest increase on the basis of all 
given situations is the most desirable from a long range 
standpoint. 
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1952-54 10-y.r. Ave Low-Ave High-Ave Score 
Standard $26,814 $ 0 $52,101 $ 0 $78,915 
Plan A 7,425 4,923, 7,308 .-~'(127 29,383 
Plan B 1, 791 285 0 19.,483 21,559 
Plan C l' 9,15 359 125 19,603 22,002 
Plan D 0 737 7,363 19,868 27' 963 
With the comparison or the dollar variation, the 
picture changes somewhat. While Plan B still .ranks as the 
best selection, it is now closely followed by Plan c. Plan 
B therefore, appears attractive when viewed as a 11 safe 
average 11 for an unpredictable future. Ideally, of course, 
the company would choose the plan to suit the exact situa-
tion, but this would take more than normal foresight, 
though there are times there seems to be a trend one way or 
the other. 
While the above analysis should prove a guide in 
decisions as to which method of insuring is advisable for a 
company of this size and type, the writer wishes to point 
out, once again, that three of the given situations are 
fictitious, and used only for the purpose of contrast and 
possibility. Further, it must be remembered that the 
experience rating of past years affects the premium at 
any given perio:d; therefore, any of the above situations 
54 
would show a noticeable variance i~ they were ~ollowing a 
period o~ low-losses, as contrasted with the ~ollowing o~ a 
periad o~ high-losses. 
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PART III 
ACCIDENT ANALYSIS 
Comparison With State Average 
One of the basic problems facing Management in 
any organization is the prevention of accidents involving 
its employees. Employee accidents not only increase the 
experience ratiP~ resulting in increased premiums, but 
even in the least serious of cases some loss of work time 
is involved as well as a lowering of group morale. 
To determine whether the ratio~. of accidents for 
this store is high, low, or average as: compared with that 
of other stores of its type in the state, we have compared 
the cumulative statistics for all insured department stores 
in the state of Massachusetts (code 8039), in the years 
1952 and 1953. Rt the time of writing, the figures for the 
year 1954 were not complete, and thus could not be included 
in the comparison. 
The cumulative state figures are compared with 
those of the subject store as. to: total payroll, premium, 
indemnity loss, medical loss, and the total number of 
compensable cases. A second comparison is made to show 
the percentage of each factor to the payroll. 
These figures as tabulated on the following page, 
show that in the year 1952, the store ran lower than the 
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Comparison with State Average* 
(1952-1953) 
1952 State A,v erag e Store 
Payroll $21,019,268 $3,358,350 
Premium 183:,485 24,281 
Indemnity Loss 62,549 5,018 
Medical Losa 3:6,270 4,374 
Compensable Cases 13.5 25 
l2QQ State Average Store 
Payroll $21,390,240 $3,416,833 
Premium 18;4,688 42,612 
' Indemnity Loss 74,531 17,626 
Medical Los&. 35,194 9,943 
Compensable 8ases 120 32 
1952 1.953 
Ratia to Payroll Stat_e __ Store State --Store 
Premium .87'fo .72'fo • 86'fo l.26'fo 
Indemnity Loss .29'fo .14fo .3A'fo .5lfo 
Medical Los&- .l7'fo .13fo .16'fo .29'fo 
Comp. Cases 
per million 6.42 8.33, 5.71 10.66 
* 5 
state average in all factors, with the exception of the 
number of compensable cases. This would indicate that, 
while this store bad somewhat more than its share of acci-
dents, these accidents were of a less serious nature, since 
both the indemnity and medical loss figures were lower than 
average. The higher n~1mber of accidents, however, does 
mean a potential high for all other factors, since the 
greater the number of accidents, the greater the chance that 
some of them will be serious. 
In 1953, all figures for the store ran considerably 
higher than the state average for that year. This indicates 
a poor record, both in number and seriousness of the acci-
dents for the year. 
It is obvious on the basis of this comparison, 
tbat action should be taken to identify and eliminate the 
caus:e or causes of accidents occutT.:ing in this firm. 
58 
Analysis. of Accidents for the Year 1953 
The graph on page 60 indicates that accidents in 
the firm increased drastically from the year 1945 to the 
year 1950, which was the highest year in the ten year period 
being studied (1945-1954). The years 1951 and 1952, showed 
a noticeable and satisfactory drop in accidents: however, 
the year 1953 was up again in the area of 1950. 
In an attempt to discover the causes both direct 
and indirect of the high accident cost to the firm, and 
further, to determine what steps can be taken to reduce 
this cost, we analyze those accidents occurring in the 
year 1953. This particular year is chosen as a suitable 
example due to its currentness:, and its high ratio·. of acci-
dents which give a broad sample for analysis. Analysis is 
done on the basis of: location C9tore or warehouse); age; 
sex; length of service; type of injury; action causing 
injury; object involved in injury; body-part injured. In 
each cas:e, analysis is made of both the number of accidents 
of a specified type, and the dollar value of settlement 
involved. 
It is pointed out that there may be a slight 
variance in the total cost of accidents for the year as 
quoted in the following pages. This is due to the settle-
ment of. a few· incompleted cases during the writing of this 
paper. In no instance, however, is this variance great 
enough to be consequential. 
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General Data for Acc:idents in 1953 
The estimated number of regular-, full-time employees 
in the year 1953 was 1300, with an additional 2800 employees 
who worked as "extras" or constituted general turnover. The 
payroll for the year was $3,416,833. 
About 90% of the employees worl~ in the store, and 
the remaining lOfo work in the warehouse. Of those employed 
in the store, approximately one-fourth are men and three-
fourths women. ·Of those working in the warehouse the ratio 
is reversed; one-fourth women, three-fourths men. 
There was a total of 116 accidents in the year:. 
1953. Sixty-six of these involved men, with a total cost 
of $2,285. The location of accidents involving men was 
evenly divided between the store and the warehouse. Fifty 
~·.were involved in accidents in this year, with a total 
cost of $19,268. Of these, 45 occurred in the store and 
only 5 occurred in the warehouse. 
It can be concluded from the above informati0n 
that although more than one-half of the accidents occur 
to men, the seriousness and cost of the accidents to men 
do not approach that of the accidents involving women, 
which are about 8-~ times greater in cost. It is obvious 
also, that the store is the scene of the greatest number 
of accidents. 
6l 
In comparing the ages of the employees involved in 
accidents, the age range was broken dovrr1 into six groups; 
nTeens, 11 11 Twenties, '" "Thirties, 11 n:Forties, 11 ·~Fifties," and 
11 Sixties and Over.u The following table indicates the 
number of accidents in each age group and their cost, where 
this information was available (in five cases this data 
could not be obtained). 
Age GroUJ2_ Number C.ost 
Teens 16 $• 294 
Twenties 21 14 
Thirties 29. 11,477 
Forties 22 1,064 
Fifties 18 5,531 
Sixties 
and over 5 2' 66'9, 
Although data are not available on the percentage 
of persons employed in each age group, it would seem not 
unlikely that the Thirty age group would figure rather 
high in an analysis of total working force. If we assume 
this to be so, the figures given above do not appear to be 
abnormal in the reflection of the greatest cost and 
greatest number of accidents in this class. It is note-
worthy, however, that accidents occurring in the oldest age 
group have an average cost of over $500 each, which is the 
higheat average cost of any class. 
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To those .readers who are superstitious, it may be 
disappointing to find that Friday .ranks only second in the 
analysis of days upon which accidents occur. Monday takes 
the top honors, while Saturday is by far the lowes-.t, claim-
ing only three of the total 116 accidents which occurred 
during the year. 
It was found that there was a tendency for acci-
dents to take place in the afternoon rather than in the 
morning, but the difference in number was not marked·, and 
in 21 cases the time of the acc.ident was not· recorded. It 
is concluded, therefore, .that this analysis of the time of 
day is not significant. 
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Analysis of Body-Location of Injuries 
One can see by a glance at the chart on the fol-
lowing page that back injuries, although ranking only third 
in quantity, account for by far the greatest expenditure 
of compensation. These back injuries were divided equally 
between men and women, since there were nine of each. How-
ever, the cost of those involving women far exceed the cost 
of those involving men, as can be seen in comparing the 
figures of $14,301 for women with the figures of $l04 for 
men, giving a total payment figure of $14,405 for all back 
injuries. It is also interesting to note that although 
back injuries comprised only 15~ of the total injuries in 
1953, they accounted for 59~ of the compensation payments. 
Only five o.f these acc.idents occurred in the warehouse, in 
comparison to the fourteen which occurred in the store. 
Injuries occurring to the .foo·t or a.nl,de, in con-
trast, constituted the greatest number of accidents, 22.4fo, 
but accounted for only 4.2~ of the compensation payments 
for the year. Of these foot-ankle injuries, we find again 
that the division as. between men and women is fairly equal: 
fourteen women and twelve men. Again, however, the payment 
figures for the women exceeded those for the men since pay-
ments to women were $806 while those to men were $237. In 
this category, 6 of the total of 26 accidents occurred in 
the warehouse:~ while 20 occurred in the store. 
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Injuries in the leg-knee-hip area accounted for 
14.6fo of the total number of accidents and l5.2fo of the 
total cost of accidents. Of these employees, 10 were men 
and 7 were women. Here again, we find that the payments to 
women were $2,719 in contrast to only $1,000 paid to men. 
Six of these accidents took place in the warehouse and 
eleven in the store. 
Hand and wrist injuries constituted the second 
highest number of accidents, 20.6fo, but.accounted for only 
6.6fo of the total cost of payments. Eleven of these cases 
were men and thirteen were women. In the usual pattern, 
we find that the payments to women far exceeded those to 
men, with figures of $1,336 against $271. Eight of these 
accidents occu~red in the warehouset while sixteen occurred 
in the store. 
There does not appear to be any significant rela-
tionship between the body~location of injuries and the age 
of the injured, since all ages seem to be represented 
fairly equally. It might be mentioned that injuries in the 
foot-ankle area are found in the greatest number among those 
in their forties, while all other injury'""areas have a higher 
representation in either the Teen, Twenty or Thirty age 
group. 
On the basis of this information, it, is advocated 
that injuries to the back be given further attention as to 
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cause and means of elimination due to the seriousness of 
injuries in this body-location as contrasted to 0ther 
areas, which while greater in number account for a rela-
tively small proportion of serious caseso 
Secondly, it should be noted that the cost and 
seriousness in each of the above cases is considerably 
greater in the instances involving women than in those in-
volving men. 
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Types of Objects Involved in Accidents 
In the analysis of the individual injuries in the 
year 1953, it becomes apparent that certain "objects" or 
indirect causes, appear with a frequency worthy of note. 
The chart on the following page reflects the frequency and 
the cost of injuries involving these objects. Though this 
analysis could be almost limitless in its number of cate-
gories, the.writer has endeavored to limit the number to 
those which have a very real bearing on the accident. 
It becomes immediately obvious in this particular 
study that "Obstacles on Floor, 11' while causing a relatively 
small number of the total injuries, 5fo, accounted for by 
far the greatest dollar cost with a figure of 42.3% of the 
total cost of accidents for the year 1953. Five of these 
accidents involved women and accounted for the entire cost, 
while one involved a man with no cost. Two of the accidents 
occurred at the warehouse with the remaining four taking 
place in the store. Every ten-year age group, from the 
teens through the sixty-year group accounted for one of 
these six accidents. Thus it may be concluded that this, 
the most expensive of categories, is equally dangerous to 
all employees. 
The second highest category.as to cost, and the 
highest as to frequency of occurrence is the Miscellaneous 
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group composed of one-time accidents which show no tendency 
to repeat, and with more detailed inspection, would seem to 
result more from the carelessness. of the individual than 
from any object-cause~ This category consisted of 29.3fo 
of the total accidents and 24.9fo of the total cost. Six-
teen of these accidents were to men ·~ri th a cost of $~136, 
and eighteen involved women with a cost of $5~45. Of these, 
26 took place in the store and eight took place in the ware-
house~~-
Se·cond highest in frequency as the indirect cause 
of accidents are Stock Trucks, which account for l0.3fo of 
the number of accidents, although only lfo of the total cost. 
Eleven of these accidents involved men with a cost of $37, 
while only one involved a woman, with no resulting cost. 
Seven of them took place in the store and five took place 
in the warehouse. 
The third highest category as to cost, were Stairs. 
This type accounted for 6fo of the total number of accidents, 
and 4.4fo, of the total .cost. S:ix of these accidents involved 
women with the entire cost of $1,228, and one involved a man 
with no cost. This last case occurred in the warehouse, 
while all others occurred in the store. 
There does not appear to be any significant relation-
ship between the age of employees and the types of objects 
involved in their accidents. 
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Analysis by·the Type of Injury 
Accidents for the year 1953 fall into five cate-
gories as to the type of the injury itself: Contusions, 
composed of such injuries as bruises, bumps, and blows; 
Strains, including wrenching or twisting of muscles; Breaks 
and Fractures; Cuts and Lacerations; Miscellaneous, which 
includes typea whose lack of frequency or identity puts 
them in this group. 
The highest category in both cost and number is 
that of Contusions. This type of injury accounted for 
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3~.3% of the total cost for the year and it accounted for 
43.lfo of the total number of accidents for the year. Twenty-
nine of these involved men with a cost of $160 and 21 involved 
women with a cost of $9,416. Of these, 19 took place in the 
warehouse, and 31 were in the store. 
S~cond in both cost, with a figure of 34.1%, and 
in number with a figure of 25.8fo., was the class: entitled 
strains. Of these, 18 involved men vJith a cost of $1,847, 
and 12 were women with a cost of $6,468. The warehouse was 
the location of 12 of these accidents, while 18 took place 
in the store. 
Third highest in cost, although the lowest in 
number, is the category of Breaks and Fractures. The cost 
in this class was 12% of the total, while the percentage 
of the total number of accidents was only·2.5%. Two of 
these accidents involved women and accounted for the total 
cost of $3,129, while one involved a man at the warehouse 
with no cost. Both women were injured in the store. 
When comparing the age groups involved with the 
type of accident, we do not find any particularly signifi-
cant trend, although it is true that the Thirty-year group 
does slightly out-rank the other age groups in the Contusion, 
Strain, and Miscellaneous classes, and is average in the 
Break and Fracture class. Those employees in the Twenty 
age group had the greatest number of Cuts and Lacerations. 
We can see from the above information and the 
graph on page 73 that Contusions are both the most common 
type of injury and, as a result of this the most expensive. 
On the other hand, special note should be taken of the 
relatively low number of Breaks and Fractures as compared 
with the cost involved. Actually, these average $1,000 
each. !Any increase in this type of injury could result in 
a tremendous leap in losses for the year. Also noteworthy 
is the fact that Strains, which are often thought to involve 
those too young and impetuous to know how to lift or move 
objects correctly, or those who are older and less supple, 
shows the greatest casualty amongst those employees in 
their thirt~~~ .• 
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Activity Involved in ~ccidents 
In the interests of determining exactly how employ-
ees become injured, a study was made of their activity at 
the time of injury. These activities seem to fall into 
categories of Lifting, General Stock Work, Falls, Collision 
or Impact, (including such things as, self-inflicted blows), 
and a Miscellaneous group with no noticeable frequency or 
repetition. Attention is called to the category entitled 
Falls. This category seemed to divide itself again into 
two classes; those falls caused by tripping, ELnd those 
falls resulting from some form of climbing. It will be 
noted, therefore, that the chart on the following page 
treats them as. separate categories. 
Perhaps the most significant in~ormation of this 
study is brought out in the chart on the following page, 
where it can readily be seen that by far the greatest cost 
of losses is for Falls Due to Tripping. This category 
accounts for 73.6% of the total payments, although this 
type of accident accounted for only 18.1% of the total num-
ber of accidents. Eight of these injured employees were 
men and 13 were women. Payments to women were in the amount 
of $17,890, whereas payments to men were only $17. -Five of 
these accidents occurred in the warehouse, and sixteen were 
in the store. 
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The cost involved in the other ~ive categories 
does not appear to be signi~icant enough to demand detailed 
analysis. In the comparison of the quantity of accidents, 
it is noteworthy that although the greatest quantity o~ 
injuries falls into the Miscellaneous category, the second 
greatest in quantity are those of a Collision or Impact 
nature. This type of activity claims 21.5fo o~ the total 
quantity o~ accidents, but only 2.3fo o~ the total costs. 
~~elve o~ these injuries were to women and 13 were to men. 
There was $454 paid to women as agaillst $122 paid to men. 
" Nine o~ these accidents took place in the warehouse, while 
sL~teen took place in the store. 
In comparing the age groups with the above 
Activity categories, it is found that Collision or Impact 
took its greatest toll in the Thirties, as did Falls from 
Tripping, General Stock Work, and Miscellaneous. Li~ting 
found its highest rate in the Twenties, while Falls ~rom a 
Height was fairly evenly spread between the Forties, Fifties, 
and Sixties. 
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Analysis by Length of Service 
A study of the length of service of the employees 
involved in accidents in the year 1953 discloses some rather 
revealing fact.s. This analysis is broken down into four' 
categories: those employed less than one year; those em-
ployed over a year, but less than five years; those employed 
over five years, but less than ten years; and those employed 
ten years and over. 
A reference to the chart on the following page will 
show that the highest category both as to number and as to 
cost is found amongst those employees who have been with the 
company less than a year. They account for 36.2% of the 
number of accidents, and $10,477 or 48.7fo of the total cost. 
Eighteen of these employees were women with an expense of 
$10,089, and 24 were men accounting for $388. The ware-
house was the location of lO of the accidents, while 32 took 
place in the store itself. 
The second highest category as to cost, although 
one of the two lowest in number, is the class covering those 
employees who have been with the firm over ten years. This 
group constituted only l7.2fo of the total number of accidents, 
but 38.9fo of the total cost, or $8,293. Of these 9 were 
women with a cost of $7,662, and ll were men with a cost of 
$631. Ten of these accidents occurred at the warehouse, and 
ten occurred at the store. 
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There was: no signifi.cant age trend in either of 
these two classes. 
In analyzing the above data, it is well to keep in 
mind that the regular force of full-time employees is approx-
imately 1300~, but in the course of a year there is an addi-
tianal 2800 employees constituting temporary help or so 
called t•extras," and the general high rate of turnover in a 
retail store. On this basis the 48. 7'}{,. of accident cost 
attributable to employees with less than a year's standing 
does not appear out of proportion. On the other hand, if 
this computation between the various categories were to be 
I 
done on a man hour basis, it is believed that the "Less than 
a· year 11 group would rate a higher than normal accident rate 
since many of these employees work for only two or tb1ee 
weeks. Unfortunately it is impossible to obtain figures 
giving an exact and accurate picture of this particular 
situation, but it would appear to be a situation worth fur-
ther thought in the overall plan to reduce accidents. The 
possibility that many of these employees may be 11floaters 11 
or of an unstable nature as reflected in both their employ-
ment record and their accident record seems noteworthy. A 
look at their previous employment record, both as to length 
of time and as to accident history, might be of some value. 
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Conclusions 
In the foregoing analyses, we find several facts 
which are significant, and worthy of mention in a program 
to reduce the cost and rate of accidents. 
Considering the relatively low percentage of men 
employed in the store, their ratio of accidents is large in 
number, however, those accidents involving women while less 
both in total ratio and in ratio to the number of women 
employees, is of far greater expense than those to men. 
This would indicate that greater care should be taken in 
both the surroundings in which women are workiD~, and as to 
the type of duties ass.igned to women. 
The greatest number of accidents occurred in the 
store, which logically follows the fact that 90% of the 
employees work in the store and only about lO% in the ware-
house. On the other hand, it does dispell any argument that 
stock work, l(:llfting and moving heavy objects, are relatively 
dangerous occupations, since the warehouse is the scene of 
more of this type of employment than the store. Indeed, it 
would appear that the more concentrated and crowded condi-
tions of the store are a far greater menace safetywise. 
Accidents occurring to those employees in their 
sixties are far greater in expense than those occurring in 
any other age group. Here again, it is recommended:tmat 
particular care be given to the surroundings and duties of 
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these employees. Further, it is suggest that the potential 
risk of this age group be kept in mind when hiring new per-
sonnel. 
Back injuries account for·more than 50fo of the 
total cost of accidents when analyzed by body-location. The 
most serious of these accidents were back injuries result-
ing from falls, and it is noteworthy that none of those 
injuries to the back resulting from liftin~, had any cost 
at all. 
Obstacles· on Floor were found to be the c.ause 
of more than 42% of the total cost of injuries, though only 
5% of the number of injuries. The Miscellaneous category 
rates second highest as to cost, and highest as to number 
in the analysis of Indirect Cause or Objects Involved. 
Unfortunately this group is too vague to be of much help 
from a preventative view point. The only conclusion that 
the writer could draw was that there seemed to be a trend 
toward carelessness on the part of the employee with no 
particular connection with any inanimate cause. 
In the analysis by Type of Injury, Contusions rate 
the highest both as to cost and number, with Strains the 
second highest in both cost and number. 
Falls due to Trippin~ is by far the highest cost 
category in the analysis of Action Involved, though only 
third highest in number. This result ties in directly 
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with the high cost rate of 11 0bstacles on Fl.oor,H and ttBack 
Injuries. 11 
The last few paragraphs lead to the definite con-
clusion that the greatest problem .facing this particular 
firm, lies in its housekeeping methods. An extensive and 
continued effort should be made to remove potential danger 
spots, to keep traffic areas .free of obstructions and to 
arrange both equipment and merchandise in a manner condu-
cive to safe handling~ This will require constant and 
intelligent policing, with well defined responsibility. 
Many insurance companies urge their clients to 
give physical examinations to all employees. It is felt 
by the writer, that while such examinations would undoubt-
edly be reassuring to Management, it is unlikely that, in 
the instance of this firm at least, they would have any 
noticeable effect on the accident rate. Physical examina-
tions would not prevent an employee from tripping over a 
wire or carton, from catching a heel on a stairway, .from a 
strain due to incorrect methods of lifting, .from losiP~ 
balance while climbing on a sto0·l, or from bumping into a 
stock truck. These are the types of accidents which have 
occurred. Unless: this store is so situated that the physical 
examination could be given with little or no extra expense, 
it is recommended that the time and money be concentrated on 
its major problem of better housekeeping. 
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The instruction of those employees performing 
stock work, in the correct manner of lifting and transport-
ing heavy merchandise, is undoubtedly of value in lowering 
the number of strain or wrenching accidents. It is pointed 
out that at the moment this is not a major problem, quite 
possibly due to the fact that such instruction is already 
being given from time to time. 
The second trend found in the study of the acci-
dents occurring in this store, is one of carelessness on 
the part of the employees themselves. This is a problem 
found to some extent in any organization. Whether the 
ratio of careless or accident-prone employees is greater in 
this firm than is normal, is difficult to measure, however 
attention is invited to the 11.ffilalysis by Length of Service" 
in which it is found that those employees who have been 
with the firm less than a year, or who are extras account 
for 48fo of the cost of all accidents, and 36fo of the number 
of all accidents. While the number of such employees is 
greater than that of regular or full time employees, it is 
difficult to believe that the total number of man hours 
worked would equal one-half the total of all man hours 
worked in the store, while the cost of the accidents in this 
group alone very nearly equals one-half the cost of all 
accidents in the store. 
This information would indicate the possibility 
that a percentage of these employees are unstable both in 
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their employment habits and in methods of performing their 
job. This should be considered when hiring new employees, 
and when practicable a question as to pas,t accidents should 
be included on both the employment appli~ation, and on any 
inquiry made to a previous employer. Buch action would aid, 
to some extent at least, in s;creening out this type of 
offender before they become employees. 
Further, the Employment Office should be alerted 
to its responsibility of noting any obvious infirmities 
which might lead to future trouble. Such things as stiffness 
of movement, extreme nervousness, the vagueness of manner can 
often be noted by an observant interviewer once the serious-
ness of thes:e symptoms is pointed out. 
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The more obvious and popular method of counteracting 
employee carelessness is in safety drives. The constant pro-
motion of .safety-consciouness ruLd pride· in well kept work areas 
may result in higher morale as well as increased cooperation 
on the part of employees. 
SUMM11RY 
SUMMARY 
In the Introduction of this paper it was stated 
that we would discuss the two basic problems which confront 
Management in the area of Workmen's Compensation. This has 
been done by selecting an east coast department store as a 
subject £or analysis. 
The first of the two problems was a choice of the 
best possible plan of insurance. It was found that the 
Retrospective Plans o£ insuring have more to offer this 
firm at the·present time than either a Standard Premium 
Plan or a S£1£-Insurance Plan. Of the four Retrospective 
Plans available, Plan D was the correct choice £or the 
perio.d in which it was used; however, it vJaS found that 
over a period of time, Plan B would average out as the best 
choice for this fir~. 
The second basic problem was that of the preven-
tion o£ employee accidents. It was found that the most 
serious type of injury occurring in this store, was a back-
injury; that the cost was highest for those accidents caused 
by 11 0bstacle on Floor, 11 and for those accidents resulting 
from 11Falls due to Tripping. 11 It 1vas recommended that an 
extensive program of improved housekeeping methods be 
effected as the best means of preventing such accidents in 
the future. 
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